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1. A groun of Chinese businessmen of North China, including influential Tientsin
merchants, have decided on & plan of action to corbat the critical milit~ry and
economic sifuation in North China. This plan hinges chiefly on the collaboration
of Generals FU Tso-yi, YEN Hesi~shan, and EU Tsung-nan (a{;‘ F ) in setting
up an independent government in Forth Chinn, and on military and technical
asslstance from Japanese in both China and Japan.

2. The project has progressed berond the "idea® stage. Co-betweens are gsecretiy
visiting these senerals in attermts to vareunde them to this course of action,
ani wvhile they have not reached an agreement, it ig certain that they tale the
pPlan s=riously.

3. While American aid is desirable, the grouv vrefers to try the vlan for a year
before requesting 1%, as they Lelieve that the United States Goverament may doubt
their sincerity in view of past exneriences witi the Fuomintang Government.

. However, cooveration of trustworthy Japanese is expected from the beginnine and

FU and YEN hone to get large numbers of Japanese ex-officers and men from Japan
to sirengthen their forces. ( See‘)
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